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BRAZILIAN KEY ECONOMIC INDICATORS 


Exchange rate on September 30, 1982 - US$=206.20 
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SUMMARY 


Beginning in the fall of 1981 and through the spring of 1982, economic 
policy, particularly monetary policy, was loosened to reverse the 1981 
decline in industrial activity which resulted in a drop of 1.9 percent in 
the gross domestic product (GDP). This policy was based on the expectation 
of real GDP growth of 4-5 percent in 1982, continued improvement in the 
trade accounts and lowered inflation. By mid-1982 it became clear that 1982 
GDP would be up about one percent at best while inflation was reaccelerating 
and exports losing ground. Beginning in June a number of steps were taken 
by the Brazilian Government to tighten monetary policy and slow public 
enterprise spending. In August the tightening intensified in response to a 
further deterioration in the external financial and trade environment. 
Overall the measures adopted are recessionary and will make achievement of 
substantial economic recovery in 1983 difficult, if not impossible. Coming 
after negative growth in 1981 and relatively flat economic growth in 1982, 
some observers believe Brazil may be heading into an economic recession 
although structural adjustments underway may position the economy for 
sustained recovery in the medium term. Within this rather adverse economic 
Situation, a positive note is. the continuing process of political opening or 
"abertura" with State and Congressional elections scheduled tor November 15, 
1982. 


A key adverse factor is the weak 1982 trade performance following 1981's $4 
billion swing into a $1.2 billion trade surplus. With the exception of 
coffee, commodity prices have been soft. Although Brazil has diversified 
its export profile in recent years, manufactured exports have been flat, 
suffering from the economic difficulties of important Brazilian trading 
partners such as Argentina, Mexico, Nigeria and Poland. fMThere has, 
moreover, been a deterioration in Brazil's terms of trade. To achieve a 
trade surplus in the range of 500 million to one billion dollars for 1982, 
the Brazilian Government sharply tightened import restrictions beginning in 
July. 


A complicating negative factor has been the backwash from the financial 
problems affecting other Latin American countries, particularly Mexico. This 
led to an abrupt slowdown in international lending to all developing 
countries, including Brazil, during September. Recognizing that foreign 
financing will be tighter in the future, the Brazilian Government has moved 
promptly to cut its external financing needs. Among the steps being taken 
is a slowing of major investment projects. This effort will benefit if 
international interest rates continue to decline since every one percent 
decline means a savings of roughly $600 million per year for Brazil's 
current account. 


Inflation reaccelerated in June-July 1982 to just under 100 percent, 
reversing a process of slow decline after March 1981's peak 121 percent 
rate. Monetary policy was tightened and administered price increases 
postponed to stabilize the price situation. These measures appear to have 
been successful and the outlook is for a continued gradual decline in 
inflation in 1983. 
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The Brazilian Government hopes that there will be some improvement in the 
international economic environment by the end of the year that will permit 
the easing of some policies particularly on the import side. At the same 
time, it appears determined to undertake structural adjustments, 
particularly in the reduction of the public sector deficit as a percentage 
of GDP, which could provide the basis for renewed economic growth. 


ECONOMIC POLICY 


During the early months of 1981, growth in the money supply and the monetary 
base had been running at annual rates of 70-60 percent, about 50 percentage 
points below the trend of inflation. By August/September 1981, with 
industrial production dropping steadily and inflation beginning to recede 
from its peak rates of 121 percent, the authorities decided to moderate the 
very tight monetary control they had been maintaining. Growth in the 
monetary base quickly accelerated increasing from an annual rate of 
increase in August 1981 of 61 percent to 85 percent by June 1982. Money 
supply growth also picked up, increasing from 59 percent to 75 percent in 
the same period. 


With a very short lag, inflationary pressures resurfaced and by July 1982 
the 12-month inflation figures were once again touching just under 100 
percent after having dipped to 9l percent earlier in the year. In response, 
in June 1982 the Central Bank began more aggressive open-market operations 
to raise interest rates and limit growth in the monetary base. 
Subsequently, measures were taken to require commercial banks to finance a 
greater portion of the credit to the agricultural sector, reducing somewhat 
the requirement for official credit that had been feeding expansion of the 
monetary base. By September 1982 growth in the monetary base and the money 
supply were stabilized at about 85 percent and 75 percent respectively, 
rates which the Government believed were roughly consistent with balancing 
the twin objectives of gradual economic recovery and slowing of inflation. 
The most recent public Government estimate of 1983 inflation is 75-80 
percent, the rate used in drafting the 1983 federal fiscal budget. 


Overall monetary policy has been supplemented during the last two years by a 
credit allocation policy designed to meet sectoral objectives and insure a 
steady demand for foreign currency to cover the balance of payments 
deficit. The agriculture and export sectors have received the major share 
of official credit at highly subsidized interest rates. Growth in total 
bank credit has been subject to quantitative limits, with significant shares 
reserved for agriculture and small domestic business. Domestic credit to 
state enterprises and multinational firms has been curtailed. The results 
of the credit allocation policy are (a) very wide spreads between 
subsidized credit interest rates and free-market rates, (b) free 
market-interest rates consistently ten to fifteen percentage points above 
the cruzeiro cost of a foreign currency loan, and (c) net incentives for 
Brazilian firms to take foreign currency loans both because of the interest 
differential and because of quantitative limits on domestic cruzeiros. In 
the free market, real interest rates have been extremely high for cruzeiro 
credits, with minimum real rates now running around 30 percent. 





Fiscal policy has been directed toward trying to discipline the spending of 
the very large state enterprise sector. Since 1979 the government has 
elaborated progressively more detailed procedures for monitoring and 
targeting spending and borrowing by these agencies. In practice the Central 
Government has found it difficult to impose reductions in spending by the 
state enterprises. In large part this is because the state enterprises have 
been carrying out major development projects which the government itself has 
been reluctant to see delayed. Long-run development goals have tended to 
take precedence over short-run spending controls. 


Tax increases have been introduced to limit the financial deficit of the 
many government-sponsored programs. In December 1981 payroll contributions 
were increased by the equivalent of approximately three quarters percent of 
GDP to cover the deficit of the social security administration. In June 
1982 a new 0.5 percent national sales tax was introduced to fund new social 
welfare programs under the newly created Finsocial. The Government is 
studying tax reform measures, although any changes would become effective in 
1983 at the earliest. 


Data based on a new, and still provisional, methodology developed by the 
Planning Ministry shows that the consolidated public sector deficit as a 
percentage of GDP was about seven percent in 1980-1981. This is expected to 
be approximately six percent in 1982. 


In response to the slowed pace of lending to developing countries after 
August 1982, the Government is shifting to a much more restrictive economic 
policy designed to produce a sharp improvement in the trade balance and 
Significantly reduce Brazil's foreign borrowing requirement in 1983. In 
October the National Monetary Council approved a program for 1983 calling 
for exports of $23 billion, imports of $17 billion, a current account 
deficit of $7 billion (compared to about $14 billion in 1982), and a 
year-end foreign debt of $78.6 billion (up about 9 percent over 1982). 
RElated policies involve: (a) a Slowdown in the rate of growth in the money 
supply, (b) cuts in the subsidy element in official credit to priority 
sectors, (c) slowdowns or cuts in major development projects, (d) 
substantial reductions in the consolidated public sector deficit, (e) 
quantitative controls over many imports, and (f) tight limitations on 
foreign travel and remittances. 


Against the backdrop of these adverse economic developments the process of 
political opening or "abertura" undertaken by President Figueiredo is 
continuing. Local, State and Congressional elections are scheduled November 
L5¢t962. 


BALANCE OF PAYMENTS 


After very good trade results in 1981, plans for further improvement in 1982 
have been frustrated largely because of adverse world market conditions. 
Through September exports declined 11.2 percent in value compared to the 
first nine months of 1981. Imports were down 12.1 percent during the same 
period. For the first three quarters of 1982 Brazil ran a trade surplus of 
363 million dollars. Thus, most analysts now expect the full year to show a 
trade surplus of between 500 million and one billion dollars, a decline from 
last year's surplus of $1.2 billion. Most of the anticipated surplus is due 


to increased import restrictions. Adjustments in import policy including 
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cuts in public agency import ceilings were announced in July, followed by 
more restrictive measures in late September when some 1500 products were 
added to the “suspended imports" list. Since these restrictions have 
adverse inflationary and growth effects, the Brazilian Government hopes 
conditions by the end of 1982 will permit some relaxation. That imports were 
already held down is indicated by a 21 percent drop in the quantity of 
non-wheat, non-oil imports during January-August 1982, following a 25 
percent quantity drop in 1982. 


The poor export results this year are largely due to a collapse of sales to 
non-traditional markets and weak prices for almost all exports. Many of the 
developing countries that have been growth markets for Brazil in recent 
years are now experiencing severe balance-of-payments problems and are 
curtailing purchases. Through July exports to Mexico had dropped 45 
percent, sales to Argentina were down 44 percent, to Nigeria, down 71 
percent, to Poland, down 68 percent and to Uruguay, down 63 percent. Soft 
world prices have affected all categories of Brazil's exports. Average 
prices for raw and processed agricultural products were down 10.5 percent in 
the first eight months of 1982. The unit value of industrial products was 
down an even larger 21.1 percent. Volume improvements have helped limit the 
losses from weaker prices. Basic product exports increased in tonnage by 
1.3 percent and industrial products by 13 percent. 


Overall import prices have not been as weak. Through July average import 
unit values were down 5 percent over the same period in 1981. The price of 


Oil, which accounts for half of Brazilian imports, was down 4.2 percent and 
primary material prices were down 3.4 percent. Capital goods imports on 
average were up 9.6 percent in price. Virtually all categories of imports 
showed voluine declines; crude oil imports were down 4.9 percent. 


Through August 1982 Brazil was successful in raising sufficient medium and 
long-term funds in international markets to meet its expected 1982 balance 
of financing without reserve loss or significant increases in short-term 
borrowings. Central Bank statistics show Brazil had arranged medium and 
long-term 1982 financing of $12 billion during the first eight months. This 
represents about 70 percent of full-year financing needs which most analysts 
estimate at $18-19 billion. In the aftermath of the Mexican financial 
crises, however, Brazil, like many other developing countries, has found 
borrowing extremely difficult and press reports indicate that in September 
and early October Brazil was only able to raise about half the amounts it 
had been borrowing in the early months of the year. The subsequent debt 
management situation was eased by the fact that the average term of Brazil's 
foreign debt is eight years, a sharp contrast, for example, to the Mexican 
Situation. Because of the expectation of lower levels of available 
financing in 1983 and beyond, however, the Government is moving to reduce 
its foreign borrowing requirements in 1983. 


At the end of March 1982 Brazil's registered external debt stood at 62.9 
billion dollars. By the end of 1982, it is expected to be approximately 72 
billion dollars. No official figures are available on net short-term debt 





but unofficial estimates run between 9 and 10 billion dollars. High 
interest rates and larger average debt have placed a heavy burden on 
Brazil's services accounts. After paying 10.3 billion dollars in 1981 in 
interest payments, the 1982 outlay will be close to 11.5 billion dollars. 
It is now generally expected that Brazil's 1982 current account deficit will 
be about $14 billion, well above the record 1980 figure “of 12.8 billion 
dollars and up from the 1981 figure of 11.7 billion dollars. At the end of 
August official reserves were 7.0 billion dollars. 


NATIONAL ACCOUNTS 


GDP growth in 1981 has been revised upwards from -3.5 percent to -1.9 
percent based on a special survey of 1981 industrial production conducted by 
IBGE (Brazilian Institute of Geography and Statistics). This survey, which 
covered many more companies than the monthly industrial production surveys, 
showed a decline of 6.3 percent in industrial production rather than the 
-9.6 percent figure in the monthly series and substantiated the Government's 
view that the decline affected small and medium business less than large 
enterprises. 


The outlook for GDP in 1982 is for flat growth overall, perhaps a little 
above zero. Industry may be up 1-2 percent, agriculture down about five 
percent and commerce up about as much as industry. This is disappointing 
for the Government which was expecting 4-5 percent growth at the beginning 
of 1982. For 1983 the prospect is that of flat or negative growth, 
especially in the wake of the tightening of economic policy in September. 


AGRICULTURE 


Agricultural output in 1982 is expected to decline four to five percent on a 
GDP basis compared to the 6.8 percent increase registered in 1981, 
principally due to a 50 percent drop in coffee production. [In addition, a 
reduced soybean crop and an expected poor wheat crop probably will result in 
a two percent reduction in total grain and oilseed production for 1982. As 
a result, Brazil will have to import substantial amounts of wheat to satisfy 
domestic consumption, possibly as much as four million tons. This may cost 
$700-800 million, an amount similar to previous years. Although the 
Brazilian Government continues to promote export expansion through the use 
of various subsidy schemes, soft international prices and reduced access to 
the U.S. market for sugar will cut agricultural export earnings more than 
one billion dollars from 1981 levels. Brazil's top four agricultural export 
commodities (coffee, cocoa, Sugar and soybeans) should earn $5.5 billion 
compared to $6.6 billion last year. With the exception of coffee, exports of 
the remaining three commodities are expected to be off some $1.6 billion 
from the 1981 level. Nevertheless, poultry, processed and fresh meat, and 
corn should show considerable export earnings growth in 1982. Total 
agricultural export earnings for 1982 are currently estimated at $7.0 
billion. 





The Brazilian Government's policy of subsidized credit for production has 
not, after correcting for normal weather vagaries, resulted in either a 
Significant boost in output or in new plantings. The Government is 
reexamining its domestic agricultural policy, including the possibility of 
shifting to a system of support prices similar to that in the U.S. 


MINERALS AND ENERGY SECTOR 
ENERGY 


The year's slow economic growth and lower rate of energy consumption have 
allowed the government to delay or scale back some energy related programs. 
Oil exploration and production have been a significant exception. 


Qil: Brazil continues to invest heavily in oil exploration and production 
in a continuing effort to reduce its dependence on imported oil which still 
provides over 70 percent of its consumption needs. Domestic production 
during the year is expected to average about 265,000 barrels/day, about 20 
percent higher than during 1981. Energy officials expect to end the year 
producing about 300,000 b/d. Higher domestic production combined with 
stable international oil prices and domestic consumption is expected to 
produce a net oil import bill about one billion dollars below last year's 
$10.5 billion. 


Brazil's total hydrocarbon reserves amount to some two billion barrels 
petroleum equivalent. Oil reserves in June were 1.58 billion barrels while 
natural gas reserves reached 67.2 billion cubic meters and are expected to 
grow to 80 billion cubic meters with new discoveries made in Para state. 


Pre-feasibility studies have been completed on the proposed 1400 kilometer, 
$2.5 billion, Bolivia/Sao Paulo pipeline. If Bolivian gas reserves prove 
adeguate to supply Brazil's needs, authorities hope that construction 
contracts can be awarded in early 1983 for completion by about 1985. It is 
not yet known what effect the October 1982 Bolivian government changes will 
have on this project. 


Hydroelectricity: Hydroelectric plants supply over 90 percent of the 
country's electricity. Total consumption reached 124,396 Gwh in 1981, up 3.1 
percent from 1980. Consumption this year is expected to increase only about 
four percent because of the continuing recession. Energy officials have 
consequently lowered their projections for consumption for the remainder of 
the decade. They have also delayed by 6-12 months the date of entry into 
Operation of most major hydroelectric projects, including the two largest, 
Itaipu and Tucurul. 


While construction of the first stage of the joint Brazilian-Paraguayan 
Itaipu project is near completion, start-up of the planned 12,600 MW 
project will be delayed about six months until late 1983 because of planned 
slowdown in the completion of its electric transmission lines. The Tucurui 
project which is planned to provide 8000 MW for the Carajas regional 
development project will probably not become operational until 1984. 





Nuclear Program: Work is continuing on Angra I, the 625 MW pressurized 
nuclear plant being built by Westinghouse. It has undergone tests at 30 
percent capacity but technical and other problems continue to postpone 
commercial operation. Originally slated for late 1981, construction has 
also begun on Angra II, a 1245 MW pressurized water reactor plant, the first 
of eight planned to be built under the 1975 Brazilian/German nuclear accord. 


Alcohol Program: Brazil is expected to produce about five billion liters of 
alcohol from the 1982/83 sugar harvest. Production during calendar year 
1982 should be about 4.5-5.0 billion liters compared to 4.3 billion liters 
during 1981. The projected target of producing 10.7 billion liters has been 
postponed from 1985 to 1986/87 and officials now talk of 8-9 billion liters 
being a realistic production goal for 1985. Brazil expects to export about 
200 million liters of alcohol during 1982 compared to 133 million liters 
last year. 


The popularity of all-alcohol cars and light trucks has been very erratic 
but incentives introduced earlier this year have boosted sales from 137,000 
in 1981 to an expected 200,000 this year. By January 1983 it is estimated 
that Brazil will have an alcohol vehicle fleet of nearly one million 
vehicles, including 580,000 with original alcohol engines and a possible 
400,000 with converted engines. 


MINERALS: Brazilian mineral production during 1981 amounted to $6.5 


billion, only about two percent of the total GDP, but its share of exports 
was about 10 percent. The inclusion of metals processing and fabrication 
increases the metal/mining share to about 17 percent of GDP. 


The country produces 21 metallic minerals, 42 non-metallic minerals and 4 
energetic minerals. Brazil is a major producer of iron ore, niobium, 
manganese, berylium, mica, and quartz. Iron ore is by far the most 
important mineral exported ($1.75 billion during 1981), followed by bauxite 
($114 million) and manganese ($58 million). Mineral imports are comprised 
mainly of coal ($315 million), and copper ($306 million). 


The Brazilian Government continues to give priority to the development of 
the CarajaS regional development project where large deposits of iron ore, 
manganese, gold, copper, bauxite, nickel, and tin have been found. About 
$39 billion will be invested in its mining operations and another $22 
billion in developing the required infrastructure during the next ten years, 
but it has been estimated that the Carajas project will provide $14.6 
billion per year in export earnings when it is fully developed by 1990. 


INDUSTRY 


The industrial sector continues to present a mixed picture, although a weak 
recovery seems to be underway since February 1982 when the industrial 
production general indicator was -12 percent. By the end of July 1982, the 
general indicator on a 12 month basis had improved somewhat to -8.8 percent. 
The latest austerity measures, particularly severe import restrictions, are 
expected to set industry back if they are maintained in place. 





Industrial Production Index 


Weight 1981/ 12-months Jan-July 82/ 
in 1980 ending Jan-July 81 
index 7/31/82 

Se Percentage Change 


Total 100. 6 a/ -8. 
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By End Use 

-Capital Goods Dis -18. -24. 
-Intermediate Goods Di -10. -8. 
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Source: Brazilian Institute of Geography and Statistics, IBGE 
a) For comparability with monthly figures, the unrevised 1981 industrial 
production numbers are used rather than results of special survey. 


The four main industrial categories responsible for 49 percent of the 
industrial production index registered the following declines for the 
January-July period: metallurgical sector -4.8 percent; food products -2.9 
percent; pharmaceuticals -4.4 percent, machinery sector -17.1 percent. Of 
the 16 industrial subsectors on which IBGE compiles production statistics, 
four recorded a positive growth rate in the same period: pulp and paper 
grew 4.7 percent; chemicals grew 1.9 percent; plastics grew 8.5 percent; and 
clothing and shoes increased 4.9 percent. 


The automobile sector was hard hit by high interest rates, a general credit 
squeeze, and greatly reduced consumer purchases of durable goods. Reduced 
domestic sales of vehicles and parts in 1981 were partially offset by 
substantial increases in exports but in 1982 exports are running below the 
previous year's levels. By mid-year there were signs of recovery in the 
sector as domestic sales increased, partly stimulated by government measures 
to promote the sales of alcohol powered vehicles. It estimated that about 
825,000 vehicles will be produced in 1982 up six percent from 780,803 in 
1981. 


Insolvency indicators continued to diminish through August. Bankruptcies 
declined and the number of company bills protested have also diminished. 
The creditor's agreement situation is less encouraging as the number of such 
agreements have increased. The outlook through December 1982, however, is 
pessimistic, because stocks have been depleted and a large portion of the 
extremely expensive loans contracted in 1981 are falling due this year. 
According to the Sao Paulo Commercial Association, companies are becoming 
vulnerable to the high interest rates charged in the past year and half by 





Brazilian financial institutions. At the same time, there are negative 
effects from the newly created social investment fund "Finsocial," with the 
contribution of industrial manufacturers set at 0.5 percent of gross 
revenue. 


WAGES AND UNEMPLOYMENT 


Unemployment figures are available for the six largest metropolitan areas 
in Brazil. In August 1982, they covered slightly over one quarter of the 
economically active population (43.8 million in 1980). The average rate of 
unemployment for the six cities was 5.8 percent in August , an improvement 
over August 1981's 8.4 percent and reflecting some recovery in those sectors 
(automobile, construction, and retail) in which unemployment had _ been 
concentrated. Given continued slow economic activity, unemployment should 
remain stable or worsen over the next few months. 


In addition to urban unemployment, there is considerable but unmeasured 
chronic unemployment throughout the economy. It is concentrated in the 
poor, underdeveloped Northeast and among large, unskilled elements in 
virtually all urban areas. Underemployment is also a large but sketchily 
defined factor in Brazilian economic life. A recent Ministry of Labor 
estimate is that one in six workers is underemployed. 


Since the salary law was adopted in 1979, wages are indexed to the consumer 
price index INPC and are adjusted twice a year. The rather complex formula 
applies different rates of adjustment to four successive steps in the wage 
scale up to $1600 per month, with the total adjustment cumulative. The rate 
in the lowest wage step (under $160/month) is 114 percent of the consumer 
price index and was intended to have redistributive effects. The lower 
rates of adjustment in each successive wage step have tended to erode middle 
class purchasing power. The salary law, which also provides for negotiated 
annual productivity increases, has been criticized as contributing to 
inflation but it may well have made a positive contribution to social 
stability, especially during a period of negative growth. Many Brazilians 
believe the salary law may be modified following the November 15 elections. 


IMPLICATIONS FOR THE UNITED STATES 
IMPORT POLICY 


According to CACEX (Foreign Trade Department of the Bank of Brazil), while 
Brazil's exports to the United States rose less than one percent in the 
first half of 1982 compared to the same period in 1981, U.S. exports to 
Brazil dropped 23 percent. The result was a $361 million bilateral trade 
Surplus for Brazil in January-June 1982, a dramatic change from a $103 
Million bilateral deficit in the same period in 1981. Brazilian exports to 
the United States were $1.8 billion in the first six months of 1982 and 
imports were $1.5 billion. Wheat and capital goods, the principal U.S. 
exports to Brazil, suffered declines of 34 and 17 percent respectively 
during this period. One bright spot, however, was U.S. coal where sales of 
$100 million were 25 percent higher than in first half 1981. 





Although there has been considerable rhetoric this year (an election year) 
at all levels concerning supposed “American protectionism," the CACEX 
figures tend to confirm that the U.S. is among Brazil's best markets and 
most stable trading partners. Brazil achieved an overall trade surplus of 
$257 million in the first half of 1982, which contrasts to a $31l million 
deficit in 1981. 


Brazil has been facing serious balance of payments disequilibria since 1974 
and consequently follows a number of policies aimed at curbing imports. 
Import licenses are denied for goods on the "suspended imports" list, which 
appears to be more and more permanent although officially billed as 
temporary. On September 26, 1982, CACEX took measures to insure a trade 
surplus for 1982 which included doubling the number of products on the 
Suspended list, although it does not apply to products from Aladi (Latin 
American Association for Development and Integration). 


Firms are required to negotiate import programs with CACEX which initially 
provided that 1982 imports would not exceed 1981 levels. In July 1982, 
CACEX announced it would review these programs to achieve a 10 percent 
reduction in private firm imports while import ceilings for state 
enterprises and government agencies were cut almost 18 percent. As part of 
the September 1982 import measures, CACEX will try to achieve further cuts 
of five percent in private firms’ 1982 import programs. 


The Central Bank (through Resolution 638 of September 24, 1980) continues to 
require foreign financing on imports of capital equipment, consumer 
durables, and chemical and steel products. Foreign financing, with terms 
ranging from 180 days to eight years depending on the value of the item 
imported, is required for products exceeding $100,000 in value. The Central 
Bank also continues to charge a 25 percent tax on financial operations (IOF) 
on the purchase of foreign exchange to pay for imports, except for imports 
from Aladi whose members enjoy a preferential 20 percent IOF rate. 
Exceptions are made for oil and certain other imports. Also still in effect 
are miscellaneous taxes and charges levied on importers, such as the airport 
storage charge, which is a fee assessed on the basis of CIF value and length 
of time in storage; similar fees are charged on goods entering through ports. 


Such restrictions limit the potential of the Brazilian market and make it 
essential that prospective American suppliers do their homework in order to 
identify accurately those areas and products which offer real marketing 
Opportunities. Best prospects for U.S. exports are in electronics 
components, electronics industry production and test equipment, analytical 
and scientific instruments, oilfield machinery and equipment, process 
controi instrumentation, mining machinery and equipment, electric power 
generation and distribution equipment, and medical equipment. Many of these 
products, however, fall under the recently outlined policy to reserve the 
market for electronics equipment and provide protection for Brazilian 
private capital companies in 18 high-technology areas, such as_ word 
processing, business equipment , numerical controls and computer 
peripherals. All imports in these categories must be approved by SEI 
(Special Secretariat for Informatics). 





INVESTMENT POLICY 


Foreign capital (including reinvestments) in Brazil as registered by the 
Central Bank totaled $19.2 billion at the end of December 1981 (with 
conversion to dollars made at end of period exchange rates), an increase of 
10 percent over 1980. U.S. investments of $5.8 billion represented 30 
percent of the total and were up 15 percent over 1980. (According to U.S. 
Department of Commerce figures, which include loans, U.S. investments in 
Brazil were $7.2 billion at the end of 1980). 


After the U.S., West Germany, Switzerland, Japan and the United Kingdom were 
the largest investors and accounted for another 29 percent of the total. 
The European Community as a whole, with a 30.5 percent share, slightly 
surpassed the U.S. share in total investment. 


It is the Brazilian Government's general policy to encourage foreign 
investment because of the impetus to growth and industrial development given 
by foreign capital and technology, and because of its overall positive 
contribution to the balance of payments. The basic Brazilian legislation 
concerning foreign investment (Law 4131 of September 3, 1962 and Law 4390 of 
August 29, 1964) grants foreign investments essentially the same treatment 
as domestic capital. A range of import, financial and fiscal incentives are 
available to foreign as well as Brazilian investors. Certain markets, 
however, are reserved for Brazilian nationals, such as the merchant marine, 
the information media, and petroleum exploration (other than on the basis of 
a risk contract with the state oil company Petrobras) and refining. Foreign 
investors are subject to certain restrictions in some other sectors such as 
petrochemicals, mining, telecommunications, informatics (including 
computers) and aircraft. The Government has also been reluctant to allow 
foreign participation in the alcohol fuel program. 


Sectors in which foreign capital seems to be most welcome are those 
involving import substitution/trade expansion and capital goods manufacture, 
and those related to priorities such as _  agro-industry, petroleum 
substitution, essential consumer goods and major projects such as_ the 
Carajas minerals complex and the Cerrado development project for agriculture 
in the center of the country. In addition, Brazil has regional development 
and incentive programs for areas such as the Northeast and the Amazon as 
well as a Free Trade Zone in Manaus. 


The Brazilian Government's clear preference for joint ventures, plus the 
advantages available to firms with majority local capital (such as access to 
advantageous credit arrangements) have induced a number of multinationals, 
especially those dependent on sales to the Government or to_ state 
enterprises, to take on Brazilian partners. Brazil's limited progress in 
selling off certain state enterprises may also provide some room for private 
foreign investcrs. 
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You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
Overseas Business Reports (oBr’s)—40 
BLINDFOLDED? a year—bring you detailed information on overseas 


trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 


U.S. goods. You'll find information on: 


e trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 
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